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EXECUTIVE SUMMARY

AUDIT EXAMINATION OF THE
HART COUNTY FISCAL COURT

June 30, 2008

The Auditor of Public Accounts has completed the audit of the Hart County Fiscal Court for fiscal year
ended June 30, 2008.

We have issued unqualified opinions, based on our audit and the reports of the other auditors, on the
governmental activities, business-type activities, the aggregate discretely presented component units,
each major fund, and the aggregate remaining fund information.

Financial Condition:

The Fiscal Court had total net assets of $6,587,458 as of June 30, 2008. The Fiscal Court had
unrestricted net assets of $2,518,510 in its governmental activities as of June 30, 2008, with total net
assets of $6,537,753. In its business-type activities, total net cash and cash equivalents were $30,848
with total net assets of $49,705. The Fiscal Court’s discretely presented component units had
unrestricted net assets of $909,958 as of June 30, 2008, with total net assets of $2,048,369. The Fiscal
Court had total debt principal as of June 30, 2008 of $15,457,098 with $703,458 due within the next
year. The discretely presented component units had total debt principal as of June 30, 2008 of
$3,580,092 with $1,300,172 due within the next year.

Report Comments:

2008-01 The Fiscal Court Should Properly Levy Occupational License Tax In Industrial Taxing
District

2008-02 The Jailer’s Salary Should Be Paid Monthly In Accordance With The Maximum Salary
Authorization Set By The Kentucky Department For Local Government

2008-03 The Fiscal Court Lacks Adequate Segregation Of Duties Over Receipts And Reconciliations

2008-04 The Fiscal Court Should Improve Procedures Over Capital Assets

2008-05 The Hart County Jailer Lacks Adequate Segregation Of Duties

2008-06 The Hart County Jailer Should Improve Internal Controls Over Cash And Receipts

2008-07 The Hart County Jailer Should Improve Internal Controls Over Disbursements

2008-08 The Fiscal Court Should Improve Payroll Procedures

Deposits:
The Fiscal Court’s deposits as of June 30, 2008, were exposed to custodial credit risk as follows:
e Uncollateralized and Uninsured  $372,913
The Fiscal Court's deposits were covered by FDIC insurance and a properly executed collateral security
agreement, but the bank did not adequately collateralize the Fiscal Court’s deposits in accordance with

the security agreement.

The discretely presented component units’ deposits were covered by FDIC or a properly executed
collateral security agreement.
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CRIT LUALLEN
Aupbitor oF PueLic AccounTs

To the People of Kentucky
Honorable Steven L. Beshear, Governor
Jonathan Miller, Secretary
Finance and Administration Cabinet
Honorable Terry Martin, Hart County Judge/Executive
Members of the Hart County Fiscal Court

Independent Auditor’s Report

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of Hart County, Kentucky, as of and for the year ended June 30, 2008,
which collectively comprise the County’s basic financial statements, as listed in the table of contents.
These financial statements are the responsibility of the Hart County Fiscal Court. Our responsibility is
to express opinions on these financial statements based on our audit.

We did not audit the financial statements of the discretely presented component units: Hart County
Industrial Authority, Inc., the Hart County Solid Waste Management District, and the Hart County
Tourist Commission, which represent 79 percent, 18 percent and 3 percent, respectively, of the assets,
and 20 percent, 74 percent and 6 percent, respectively, of the revenues of the discretely presented
component units. Those financial statements were audited by other auditors whose reports thereon have
been furnished to us, and our opinion, insofar as it relates to the amounts included for the Hart County
Industrial Authority, Inc., the Hart County Solid Waste Management District and the Hart County
Tourist Commission, is based on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America, the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, and the Audit Guide for Fiscal Court Audits
issued by the Auditor of Public Accounts, Commonwealth of Kentucky. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit and the reports of the other auditors provide
a reasonable basis for our opinions.

As described in Note 1, Hart County, Kentucky, prepares its financial statements in accordance with the
modified cash basis, which is a comprehensive basis of accounting other than accounting principles
generally accepted in the United States of America.

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental
activities, the business-type activities, the aggregate discretely presented component units, each major
fund, and the aggregate remaining fund information of Hart County, Kentucky, as of June 30, 2008, and
the respective changes in financial position and cash flows, where applicable, thereof for the year then
ended in conformity with the modified cash basis of accounting.

209 ST. CLAIR STREET TELEPHONE 502.564.5841
FRANKFORT, KY 40601-1817 FACSIMILE 502.564.2912
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To the People of Kentucky
Honorable Steven L. Beshear, Governor
Jonathan Miller, Secretary
Finance and Administration Cabinet
Honorable Terry Martin, Hart County Judge/Executive
Members of the Hart County Fiscal Court

The Hart County Fiscal Court has not presented the management’s discussion and analysis that the
Government Accounting Standards Board (GASB) has determined is necessary to supplement, although
not required to be part of, the basic financial statements. The budgetary comparison schedules are not a
required part of the basic financial statements but is supplementary information required by GASB. We
have applied certain limited procedures, which consisted principally of inquires of management
regarding the methods of measurement and presentation of the budgetary comparison schedules.
However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Hart County, Kentucky’s basic financial statements. The accompanying
combining fund financial statements are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The combining fund financial statements have been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, are fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

In accordance with Government Auditing Standards, we have also issued our report dated
August 27, 2009 on our consideration of Hart County, Kentucky's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

Based on the results of our audit, we present the accompanying comments and recommendations,
included herein, which discusses the following report comments:

2008-01 The Fiscal Court Should Properly Levy Occupational License Tax In Industrial Taxing
District

2008-02 The Jailer’s Salary Should Be Paid Monthly In Accordance With The Maximum Salary
Authorization Set By The Kentucky Department For Local Government

2008-03 The Fiscal Court Lacks Adequate Segregation Of Duties Over Receipts And Reconciliations

2008-04 The Fiscal Court Should Improve Procedures Over Capital Assets

2008-05 The Hart County Jailer Lacks Adequate Segregation Of Duties

2008-06 The Hart County Jailer Should Improve Internal Controls Over Cash And Receipts

2008-07 The Hart County Jailer Should Improve Internal Controls Over Disbursements

2008-08 The Fiscal Court Should Improve Payroll Procedures

Respectfully submitted,

Crit Luallen
Auditor of Public Accounts

August 27, 2009
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Fiscal Court Members:
Terry Martin

Gary Gardner

Melvin Perkins

Ronald Riordan

Franklin Turner

Don Kessinger

Other Elected Officials:

Mike Nichols
Keith Riordan
Lisa Hensley
Rita Doyle
Boston Hensley
Vicki Reynolds
Jeff Roten

Appointed Personnel:
Sue Gardner

Paula Day

Georgia Gardner
Rietta Osborne

Brian Webber

Gordon Ard

County Judge/Executive
Magistrate
Magistrate
Magistrate
Magistrate
Magistrate

County Attorney

Jailer

County Clerk

Circuit Court Clerk

Sheriff

Property Valuation Administrator

Coroner

County Treasurer

Finance Officer

Jail Administrative Assistant/Bookkeeper
Occupational Tax Collector

911 Administrator

Road Supervisor
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HART COUNTY
STATEMENT OF NET ASSETS - MODIFIED CASH BASIS

June 30, 2008






HART COUNTY

STATEMENT OF NET ASSETS - MODIFIED CASH BASIS

June 30, 2008

Primary Government

Page 7

ASSETS

Current Assets:
Cash And Cash Equivalents
Assets Held For Resale
Prepaid Insurance
Utility Deposits

Total Current Assets

Noncurrent Assets:
Receivable
Capital Assets - Net Of Accumulated
Depreciation:

Land And Land Improvements
Construction In Progress
Historical Treasures
Buildings And Improvements
Other Equipment
Vehicles And Equipment
Infrastructure

Total Noncurrent Assets

Total Assets

LIABILITIES
Current Liabilities:
Accounts Payable
Accrued Wages And Payroll Tax

Economic Incentive Agreement Payable

Notes Payable

Leases Payable

Payroll Taxes Payable

Garbage Service Deposits Payable
General Obligations Notes Payable
Unearned Revenues

Financing Obligations Payable
Bonds Payable

Total Current Liabilities

Noncurrent Liabilities:

Economic Incentive Agreement Payable

Notes Payable

Leases Payable

General Obligations Notes Payable
Financing Obligations Payable
Bonds Payable

Total Noncurrent Liabilities

Total Liabilities

Gowvernmental Business-Type Component
Activities Activities Totals Units
$ 5119391 $ 30,848 $ 5150239 $ 1,039,966
129,643
5,049
13,113
5,119,391 30,848 5,150,239 1,187,771
129,386 129,386
285,398 285,398 321,673
9,101,235 9,101,235
224,669 224,669
3,929,885 3,929,885 3,955,041
483,617 483,617 80,833
470,612 18,857 489,469 230,340
2,250,658 2,250,658
16,875,460 18,857 16,894,317 4,587,887
21,994,851 49,705 22,044,556 5,775,658
8,856
2,277
20,000
1,077,966
161,567
3,370
50,318
60,639
2,376
213,458 213,458
490,000 490,000
703,458 703,458 1,387,369
60,000
2,038,471
45,000
196,449
353,640 353,640
14,400,000 14,400,000
14,753,640 14,753,640 2,339,920
15,457,098 15,457,098 3,727,289

The accompanying notes are an integral part of the financial statements.



Page 8

HART COUNTY

STATEMENT OF NET ASSETS - MODIFIED CASH BASIS
June 30, 2008

(Continued)

Primary Government

Governmental Business-Type Component
Activities Activities Totals Units
NET ASSETS
Invested In Capital Assets,
Net Of Related Debt $ 1288976 $ 18857 $ 1307833 $ 1,137,438
Restricted For:
Debt Service 3,393 3,393
Economic Development Projects 973
Judicial Center Project 2,726,874 2,726,874
Unrestricted 2,518,510 30,848 2,549,358 909,958
Total Net Assets $ 6537753 $ 49,705 $ 6,587,458 $ 2,048,369

The accompanying notes are an integral part of the financial statements.



HART COUNTY
STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS

For The Year Ended June 30, 2008
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HART COUNTY
STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS

For The Year Ended June 30, 2008

Program Revenues Received

Operating Capital
Functions/Programs Charges For Grants And Grants And
Reporting Entity Expenses Services Contributions Contributions
Primary Government:
Governmental Activities:
General Government $ 1565068 $ 9990 $ 441601 $ 52,346
Protection to Persons and Propert 2,076,729 1,375,891 144,876 145,114
General Health and Sanitation 295,164 274 11,970 82,000
Social Services 8,894
Recreation and Culture 221,034 62,547 49,925
Roads 797,304 1,059 230,126 1,268,320
Debt Service 617,337 477,856 1,287,361
Capital Projects 988,221
Total Governmental Activities 6,569,751 1,449,761 1,356,354 2,835,141
Business-Type Activities:
Jail Canteen 157,344 124,868
Total Business-Type Activities 157,344 124,868
Total Primary Government $ 6,727,095 $ 1574629 $ 1356354 $ 2835141
Component Units:
Hart County Industrial Authority, In $ 332201 $ $ $
Hart County Solid Waste
Management District 1,593,092 1,528,545 92,493
Hart County Tourist Commission 117,645
Total Component Units $ 2042938 $ 1528545 $ 92,493 $

General Rewenues:
Taxes:
Property Taxes
Motor Vehicle Taxes
Occupational Taxes
Net Profits Taxes
Other Taxes
Transient Room Tax
Excess Fees
Miscellaneous Revenues
Investment Income
Building Rental
Rest Area Ad Sales
Grants

Total General Revenues
Change in Net Assets
Net Assets - Beginning (Restated)

Net Assets - Ending

The accompanying notes are an integral part of the financial statements.



HART COUNTY

STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS
For The Year Ended June 30, 2008

(Continued)

Net (Expenses) Revenues
And Changes In Net Assets

Primary Gowernment

Gowvernmental Business-Type Component
Activities Activities Totals Units
$ (1,061,131) $ $ (1,061,131) $
(410,848) (410,848)
(200,920) (200,920)
(8,894) (8,894)
(108,562) (108,562)
702,201 702,201
1,147,880 1,147,880
(988,221) (988,221)
(928,495) (928,495)
(32,476) (32,476)
(32,476) (32,476)
(928,495) (32,476) (960,971)
(332,201)
27,946
(117,645)
(421,900)
651,855 651,855
94,009 94,009
1,137,004 1,137,004 272,870
100,214 100,214
88,363 88,363 64,691
69,008
76,894 76,894
220,147 220,147 8,322
417,770 648 418,418 12,243
79,200
50,720
12,342
2,786,256 648 2,786,904 569,396
1,857,761 (31,828) 1,825,933 147,496
4,679,992 81,533 4,761,525 1,900,873
$ 6,537,753 $ 49,705 $ 6587458 $ 2,048,369

The accompanying notes are an integral part of the financial statements.
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HART COUNTY
BALANCE SHEET - GOVERNMENTAL FUNDS - MODIFIED CASH BASIS

June 30, 2008
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HART COUNTY
BALANCE SHEET - GOVERNMENTAL FUNDS - MODIFIED CASH BASIS

June 30, 2008

Federal
And State
General Road Jail Grants
Fund Fund Fund Fund
ASSETS
Cash And Cash Equivalents $ 1435621 $ 649,245 $ 188,745 3 6,410
Total Assets 1,435,621 649,245 188,745 6,410
FUND BALANCES
Reserved for:
Encumbrances 4,082 1,993 1,562
Unreserved:
General Fund 1,431,539
Special Revenue Funds 647,252 187,183 6,410
Capital Projects Fund
Debt Service Funds
Total Fund Balances $ 1,435,621 $ 649,245 $ 188,745 $ 6,410

The accompanying notes are an integral part of the financial statements.



HART COUNTY

BALANCE SHEET- GOVERNMENTAL FUNDS - MODIFIED CASH BASIS

June 30, 2008
(Continued)

Public
Properties Total
Corporation Non-Major Gowvernmental
Fund Funds Funds
$ 2737541 $ 101,829 $ 5,119,391
2,737,541 101,829 5,119,391
2,750 10,387
1,431,539
99,079 939,924
2,726,874 2,726,874
10,667 10,667
$ 2737541 $ 101,829 $ 5,119,391

Reconciliation To Statement Of Net Assets:

Page 15

Total Fund Balances $ 5,119,391
Amounts Reported For Governmental Activities In The Statement
Of Net Assets Are Different Because:
Capital Assets Used In Governmental Activities Are Not Financial
Resources And Therefore Are Not Reported in the Funds. 19,115,338
Accumulated Depreciation (2,369,264)
Receivable Is Not Due and Collectible in the Current Period and,
Therefore, Is Not Reported in the Governmental Funds.
Solid Waste Management District Amount Due For Debt Service
On Financing Obligations 129,386
Debt Is Not Due And Payable In The Current Period And,
Therefore, Is Not Reported In The Funds.
Financing Obligations (567,098)
Bonds (14,890,000)
Net Assets Of Governmental Activities $ 6,537,753

The accompanying notes are an integral part of the financial statements.
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HART COUNTY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS - MODIFIED CASH BASIS

For The Year Ended June 30, 2008



HART COUNTY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS - MODIFIED CASH BASIS

For The Year Ended June 30, 2008

REVENUES

Taxes
In Lieu TaxPayments
Excess Fees
Licenses and Permits
Intergovernmental
Charges for Services
Miscellaneous
Interest

Total Revenues

EXPENDITURES
General Government
Protection to Persons and Property
General Health and Sanitation
Social Services
Recreation and Culture
Roads
Debt Service
Capital Projects
Administration

Total BExpenditures

Excess (Deficiency) Of Revenues
Over BExpenditures Before Other
Financing Sources (Uses)

Other Financing Sources (Uses)
Transfers Out
Transfers In
Borrowed Money
Total Other Financing Sources

Net Change In Fund Balances
Fund Balances - Beginning (Restated)
Fund Balances - Ending

Page 18

Federal
and State
General Road Jail Grants
Fund Fund Fund Fund
$ 1999504 $ $
44,091
76,894
21,267
135,626 1,498,446 1,228,032 1,546,976
107,057
234,387 8,185 115,373
17,280 27,887 1,214
2,529,049 1,534,518 1,451,676 1,546,976
683,539 77,109
54,388 1,385,520 84,598
304,632 83,184
8,894
7,276
1,160,786
220,474
276,720 802,000
283,531 188,448 305,782 463,546
1,839,454 1,349,234 1,691,302 1,510,437
689,595 185,284 (239,626) 36,539
(951,548) (232,937) (196,231) (61,568)
294,505 598,698 31,439
129,386
(527,657) (232,937) 402,467 (30,129)
161,938 (47,653) 162,841 6,410
1,273,683 696,898 25,904
$ 1435621 $ 649,245 188,745 $ 6,410

The accompanying notes are an integral part of the financial statements.



HART COUNTY

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCES- GOVERNMENTAL FUNDS - MODIFIED CASH BASIS
For The Year Ended June 30, 2008

(Continued)

Public
Properties Total
Corporation Non-Major Gowvernmental
Fund Funds Funds
$ $ 206,230 $ 2,205,734
44,091
76,894
21,267
435,216 421,853 5,266,149
30,000 137,057
119,412 477,357
274,183 1,530 322,094
828,811 659,613 8,550,643
439,434 1,200,082
127,633 1,652,139
35,295 423,111
8,894
209,007 216,283
1,160,786
434,036 225,804 880,314
7,106,639 8,185,359
15,001 154,168 1,410,476
7,555,676 1,191,341 15,137,444
(6,726,865) (531,728) (6,586,801)
(26,441) (1,468,725)
544,083 1,468,725
129,386
517,642 129,386
(6,726,865) (14,086) (6,457,415)
9,464,406 115,915 11,576,806
$ 2,737541 $ 101,829 $ 5,119,391

The accompanying notes are an integral part of the financial statements.
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HART COUNTY
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS

For The Year Ended June 30, 2008






HART COUNTY
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF

Page 23

GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS

For The Year Ended June 30, 2008
Net Change In Fund Balances - Total Governmental Funds

Amounts Reported For Governmental Activities In The Statement Of
Activities Are Different Because Governmental Funds Report
Capital Outlays As Expenditures. However, In The Statement Of
Activities, The Cost Of Those Assets Are Allocated Over Their
Estimated Useful Lives And Reported As Depreciation Expense.

Capital Outlay

Depreciation Expense

Book Value Of Disposed Capital Assets
Mack Truck Purchased For Solid Waste Management District
Payment on receivable due from Solid Waste Management District is a current
financial resource to governmental funds, while at the government-wide level,
a reduction of the receivable occurs.
The Issuance Of Long-term Debt (e.g. Bonds, Financing Obligations) Provides
Current Financial Resources To Governmental Funds, While Repayment Of Principal
On Long-term Debt Consumes The Current Financial Resources Of Governmental
Funds. These Transactions, However, Have No Effect On Net Assets.

Financing Obligation Proceeds

Financing Obligations Principal Payments

Bond Principal Payments

Change In Net Assets Of Governmental Activities

The accompanying notes are an integral part of the financial statements.

$ (6457,415)

8,620,057
(380,494)
(64,233)
129,386
(123,131)

(129,386)
212,977
50,000

8 1857761
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HART COUNTY
STATEMENT OF FUND NET ASSETS - PROPRIETARY FUND - MODIFIED CASH BASIS

June 30, 2008
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HART COUNTY
STATEMENT OF FUND NET ASSETS - PROPRIETARY FUND - MODIFIED CASH BASIS

June 30, 2008

Business-Type

Activities -
Enterprise
Fund
Jail
Canteen
Fund
Assets
Current Assets:

Cash And Cash Equivalents $ 30,848
Total Current Assets 30,848
Noncurrent Assets:

Capital Assets - Net Of Accumulated

Depreciation:
Vehicles and Equipment 18,857
Total Noncurrent Assets 18,857
Total Assets 49,705
Net Assets

Invested In Capital Assets 18,857

Unrestricted 30,848
Total Net Assets $ 49,705

The accompanying notes are an integral part of the financial statements.
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HART COUNTY
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS -
PROPRIETARY FUND - MODIFIED CASH BASIS

For The Year Ended June 30, 2008






HART COUNTY
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS -
PROPRIETARY FUND - MODIFIED CASH BASIS

For The Year Ended June 30, 2008

Business-Type

Activities -
Enterprise
Fund
Jail
Canteen
Fund
Operating Revenues
Canteen Receipts $ 124,868
Total Operating Revenues 124,868
Operating Expenses
Appliances 9,701
Cost of Sales 105,012
Depreciation 1,873
Educational and Recreational 3,563
Medical 35,000
Miscellaneous 378
Sales Tax 1,817
Total Operating Expenses 157,344
Operating Income (32,476)
Nonoperating Revenues
Interest Income 648
Total Nonoperating Revenues 648
Change In Net Assets (31,828)
Total Net Assets - Beginning 81,533
Total Net Assets - Ending $ 49,705

The accompanying notes are an integral part of the financial statements.
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HART COUNTY
STATEMENT OF CASH FLOWS - PROPRIETARY FUND - MODIFIED CASH BASIS

For The Year Ended June 30, 2008






HART COUNTY

STATEMENT OF CASH FLOWS - PROPRIETARY FUND - MODIFIED CASH BASIS

For The Year Ended June 30, 2008

Cash Flows From Operating Activities
Receipts From Customers
Appliances
Cost of Sales
Educational and Recreational
Medical
Miscellaneous
Sales Tax

Net Cash Used By
Operating Activities

Cash Flows From Capital and Related
Financing Activities
Vehicle
Net Cash Used By
Capital and Financing Activities

Cash Flows From Investing Activities
Interest Earned
Net Cash Provided By
Investing Activities

Net Decrease In Cash And Cash
Equivalents
Cash And Cash Equivalents - July 1, 2007

Cash And Cash Equivalents - June 30, 2008

Reconciliation Of Operating Income To
Net Cash Used By Operating
Activities

Operating Income
Adjustment To Reconcile Operating
Income To Net Cash Used By
Operating Activities.

Depreciation Expense

Total Cash Used By Operating
Activities

Business-Type
Activities -
Enterprise

Fund

Jail

Canteen
Fund

$ 124,868
(9,701)
(105,012)
(3,563)
(35,000)

(378)

(1,817)
(30,603)

(20,730)

(20,730)

648

648

(50,685)
81,533

$ 30,848

$  (32476)

1,873

$  (30,603)

The accompanying notes are an integral part of the financial statements.
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HART COUNTY
STATEMENT OF FIDUCIARY FUND NET ASSETS - MODIFIED CASH BASIS

June 30, 2008

Agency Fund
Inmate
Account
Assets
Current Assets:
Cash And Cash Equivalents $ 88,849
Total Assets 88,849
Liabilities
Amounts Held In Custody For Others 88,849
Total Liabilities 88,849
Net Assets
Total Net Assets $ 0

The accompanying notes are an integral part of the financial statements.
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Hart County
Hart County  Solid Waste Hart County Total
Industrial Management Tourist Component
Authority, Inc. District Commission Units
Assets
Current Assets:
Cash And Cash Equivalents $ 501,764 $ 423132 % 115,070 $ 1,039,966
Assets Held For Resale 129,643 129,643
Prepaid Insurance 5,049 5,049
Utility Deposits 13,113 13,113
Total Current Assets 519,926 552,775 115,070 1,187,771
Noncurrent Assets:
Capital Assets, Net Of Accumulated
Depreciation:
Land And Land Improvements 177,673 144,000 321,673
Buildings And Improvements 3,862,481 92,560 3,955,041
Other Equipment 401 80,432 80,833
Vehicles And Equipment 230,340 230,340
Total Noncurrent Assets 4,040,154 467,301 80,432 4,587,887
Total Assets 4,560,080 1,020,076 195,502 5,775,658
Liabilities
Current Liabilities:
Accounts Payable 8,856 8,856
Accrued Wages And Payroll Tax 2,277 2,277
Economic Incentive Agreement Payable 20,000 20,000
Notes Payable 1,077,966 1,077,966
Leases Payable 161,567 161,567
Payroll Taxes Payable 1,205 2,165 3,370
Garbage Service Deposits Payable 50,318 50,318
General Obligation Notes Payable 60,639 60,639
Unearned Revenues 2,376 2,376
Total Current Liabilities 1,097,966 273,729 15,674 1,387,369
Noncurrent Liabilities:
Economic Incentive Agreement Payable 60,000 60,000
Notes Payable 2,038,471 2,038,471
Leases Payable 45,000 45,000
General Obligation Notes Payable 196,449 196,449
Total Noncurrent Liabilities 2,098,471 241,449 2,339,920
Total Liabilities 3,196,437 515,178 15,674 3,727,289
Net Assets
Invested In Capital Assets,
Net Of Related Debt 923,717 133,289 80,432 1,137,438
Restricted For:
Economic Development Projects 973 973
Unrestricted 438,953 371,609 99,396 909,958
Total Net Assets $ 1363643 $ 504,898 $ 179,828 2,048,369

The accompanying notes are an integral part of the financial statements
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HART COUNTY
STATEMENT OF ACTIVITIES - COMPONENT UNITS

For The Year Ended June 30, 2008

Hart County
Hart County SolidWaste Hart County Total
Industrial Management  Tourist Component
Authority, Inc. District Commission Units
Expenses:
Operating And Other Expenses $ 332,201  $1,554520 $ 117645 $ 2,004,366
Loss On Sale Of Truck 12,313 12,313
Interest BExpense 26,259 26,259
Total BExpenses 332,201 1,593,092 117,645 2,042,938
Program Rewenues:
Charges For Services 1,528,545 1,528,545
Operating Grants And Contributions 92,493 92,493
Capital Grants And Contributions
Total Program Revenues 1,621,038 1,621,038
Net Program (Expense) Revenue (332,201) 27,946 (117,645) (421,900)
General Revenues:
Occupational Tax Revenue 272,870 272,870
Other TaxRevenue 64,691 64,691
Building Rental 79,200 79,200
Rest Area Ad Sales 50,720 50,720
Transient Room Tax 69,008 69,008
Grants 12,342 12,342
Interest Income 6,564 2,383 3,296 12,243
Miscellaneous Income 8,057 265 8,322
Total General Revenues 431,382 2,383 135,631 569,396
Change In Net Assets 99,181 30,329 17,986 147,496
Net Assets - Beginning 1,264,462 474,569 161,842 1,900,873
Net Assets - Ending $ 1363643 $ 504898 $ 179828 $ 2,048,369

The accompanying notes are an integral part of the financial statements
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HART COUNTY
NOTES TO FINANCIAL STATEMENTS

June 30, 2008
Note 1.  Summary of Significant Accounting Policies
A. Basis of Presentation

The Hart County Fiscal Court and two of its discretely presented component units, the Hart County
Industrial Authority, Inc. and the Hart County Solid Waste Management District, present their
government-wide and fund financial statements in accordance with a modified cash basis of accounting,
which is a comprehensive basis of accounting other than accounting principles generally accepted in the
United States of America. Under this basis of accounting, assets, liabilities, and related revenues and
expenditures are recorded when they result from cash transactions, with a few exceptions. This
modified cash basis recognizes revenues when received and expenditures when paid. Notes receivable
are recognized on the Statement of Net Assets, but notes receivable are not included and recognized on
Balance Sheet - Governmental Funds. Property tax receivables, accounts payable, compensated
absences, and donated assets, among other items, are not reflected in the financial statements

Encumbrances lapse at year-end and are not reflected on the Statement of Net Assets and Statement of
Activities; however, encumbrances are reflected on the Balance Sheet - Governmental Funds as part of
the fund balance (Reserved for Encumbrances).

The State Local Finance Officer does not require the county to report capital assets and infrastructure;
however, the value of these assets is included in the Statement of Net Assets and the corresponding
depreciation expense is included on the Statement of Activities.

Management of the Hart County Tourist Commission, a discretely presented component unit of the Hart
County Fiscal Court, presents their government-wide and fund financial statements utilizing the accrual
basis of accounting in accordance with accounting principles generally accepted in the United States of
America. This discretely presented component unit has adopted the accrual basis of accounting, under
which revenues are recognized when they are earned and expenses are recognized when incurred. The
funds are accounted for on a flow of economic resources measurement focus. With this measurement
focus, all assets and liabilities are included on the Statement of Net Assets.

B. Reporting Entity

The financial statements of Hart County include the funds, agencies, boards, and entities for which the
fiscal court is financially accountable. Financial accountability, as defined by Section 2100 of the
Governmental Accounting Standards Board (GASB) Codification of Governmental Accounting and
Financial Reporting Standards, as amended by GASB 14 and GASB 39, was determined on the basis of
the government’s ability to significantly influence operations, select the governing authority, participate
in fiscal management and the scope of public service. Consequently, the reporting entity includes
organizations that are legally separate from the primary government. Legally separate organizations are
reported as component units if either the county is financially accountable or their exclusion would
cause the county’s financial statements to be misleading or incomplete. Component units may be
blended or discretely presented. Blended component units either provide their services exclusively or
almost entirely to the primary government, or their governing bodies are substantively the same as the
primary government. All other component units are discretely presented.
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NOTES TO FINANCIAL STATEMENTS
June 30, 2008
(Continued)

Note 1.  Summary of Significant Accounting Policies (Continued)
B. Reporting Entity (Continued)

Blended Component Units

Hart County Public Properties Corporation

Hart County Public Properties Corporation (Corporation) is a legally separate entity established for the
purpose of construction of the Hart County Judicial Center and the related long-term debt service. The
Corporation’s governing body consists entirely of Fiscal Court members. Therefore, the Fiscal Court is
financially accountable and legally obligated for the debt of the Hart County Public Properties
Corporation. Financial information for the Hart County Public Properties Corporation is blended within
Hart County’s financial statements. All activities of the Corporation are accounted for within a major
fund, the Public Properties Corporation Fund.

Hart County 911 Emergency Telephone Service

The Hart County 911 Emergency Telephone Service (Service) is a legally separate entity established to
provide, maintain, and operate 911 emergency services for the citizens of Hart County. Fiscal Court has
the authority to appoint a voting majority of the Service’s board. The Service is fiscally dependent on
the Fiscal Court because the Fiscal Court sets and collects the fees for the Service. This fiscal
dependency requires the Fiscal Court to include the Service as a component unit. Financial information
for the Service is blended within Hart County’s financial statements. All activities of the Service are
accounted for within a non-major fund, the 911 Dispatch Fund.

Discretely Presented Component Units

The financial data of the Hart County Industrial Authority, Inc., the Hart County Solid Waste
Management District, and the Hart County Tourist Commission are reported on the Statement of Net
Assets and the Statement of Activities in a separate column that is labeled as “Component Units” to
emphasize these organizations’ separateness from the Fiscal Court’s primary government.

Hart County Parks, Playgrounds, and Recreation District

Hart County Fiscal Court has the authority to appoint a voting majority of the Hart County Parks,
Playgrounds, and Recreation District’s (District) Board of Directors. The District is fiscally dependent
on the Fiscal Court because the Fiscal Court has the ability to modify or approve rate or fee changes.
The Fiscal Court is financially accountable for the District, legally entitled to the District’s resources,
and legally responsible for the District’s debt. However, for the fiscal year ended June 30, 2008, the
District had no financial activity.

Hart County Industrial Authority, Inc.

The Hart County Industrial Authority, Inc. (Authority) is a legally separate entity established to promote
industrial growth in Hart County. Hart County Fiscal Court has the authority to appoint a voting
majority of the Authority’s board. The Authority is fiscally dependent on the Fiscal Court because the
Fiscal Court has authorized the County Judge/Executive to cosign bank notes for the Authority, with the
Fiscal Court acting as guarantor. This fiscal dependency requires the Fiscal Court to include the
Authority as a component unit. The Authority is not included in any other organization’s reporting
entity and does not provide services exclusively to the Fiscal Court; therefore, the financial activity of
the Authority is presented discretely.
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(Continued)

Note 1.  Summary of Significant Accounting Policies (Continued)
B. Reporting Entity (Continued)

Discretely Presented Component Units (Continued)

Hart County Industrial Authority, Inc. (Continued)

Audited financial statements for the Hart County Industrial Authority, Inc., a discretely presented
component unit, may be requested by contacting the Hart County Industrial Authority, Inc., P.O. Box
490, Munfordville, Kentucky 42765.

Hart County Solid Waste Management District

Hart County Fiscal Court established the Hart County Solid Waste Management District (District) as a
legally separate entity pursuant to KRS 67.083(3) and KRS 109.014(13) for the purpose of providing
solid waste services for the residents of Hart County. Fiscal Court has the authority to appoint the
voting majority of the District’s board. The District is fiscally dependent on the Fiscal Court because
the Fiscal Court is obligated for a financing obligation of a solid waste truck. This fiscal dependency
requires the Fiscal Court to include the District as a component unit. The District is not included in any
other organization’s reporting entity and does not provide services exclusively to the Fiscal Court;
therefore, the financial activity of the District is presented discretely.

Audited financial statements for the Hart County Solid Waste Management District, a discretely
presented component unit, may be requested by contacting the Hart County Solid Waste Management
District, P.O. Box 585, Munfordville, Kentucky 42765.

Hart County Tourist Commission

Hart County Fiscal Court (Fiscal Court) established the Hart County Tourist Commission (Commission)
pursuant to KRS 91A.350(2) for the purpose of promoting recreational, tourist, convention and other
related activities in Hart County. The Commission is composed of seven members appointed by the
Hart County Judge/Executive with the approval of the Fiscal Court. Five members are appointed by the
County Judge/Executive from lists submitted by third parties. Two members are appointed at-large by
the County Judge/Executive. The Commission’s governing body is substantially different from the
Fiscal Court. However, the Commission is fiscally dependent on the Fiscal Court because the Fiscal
Court controls its major source of revenue. The Commission’s major source of revenue is the transient
room tax. On May 1, 2001, the Fiscal Court enacted an ordinance imposing a transient room tax.

The Fiscal Court currently collects “3% of the rent for every occupancy of a suite, room or rooms
charged.” The Fiscal Court is to issue monthly checks to the Commission. This fiscal dependency
requires the Fiscal Court to include the Commission as a component unit. The Commission is not
included in any other organization’s reporting entity and does not provide services exclusively to the
Fiscal Court; therefore, the financial activity of the Commission is presented discretely.

Audited financial statements for the Hart County Tourist Commission, a discretely presented
component unit, may be requested by contacting the Hart County Tourist Commission, P.O. Box 478,
Munfordville, Kentucky 42765.
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NOTES TO FINANCIAL STATEMENTS
June 30, 2008
(Continued)

Note 1.  Summary of Significant Accounting Policies (Continued)
C. Hart County Elected Officials

Kentucky law provides for election of the below officials from the geographic area constituting Hart
County. Pursuant to state statute, these officials perform various services for the Commonwealth of
Kentucky, its judicial courts, the fiscal court, various cities, and special districts within the county, and
the board of education. In exercising these responsibilities, however, they are required to comply with
state laws. Audits of their financial statements are issued separately and individually and can be
obtained from their respective administrative offices.

Circuit Court Clerk

County Attorney

Property Valuation Administrator
County Clerk

County Sheriff

D. Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of
activities) report information on all of the non-fiduciary activities of the primary government and its
non-fiduciary component units. For the most part, the effect of interfund activities has been removed
from these statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely to a
significant extent on sales, fees, and charges for support. Business-type revenues come mostly from
fees charged to external parties for goods or services. Fiduciary funds are not included in these
financial statements due to the unavailability of fiduciary funds to aid in the support of government
programs.

The statement of net assets presents the reporting entity’s non-fiduciary assets and liabilities, the
difference between the two being reported as net assets. Net assets are reported in three categories:
1) invested in capital assets, net of related debt - consisting of capital assets, net of accumulated
depreciation and reduced by outstanding balances for debt related to the acquisition, construction, or
improvement of those assets; 2) restricted net assets - resulting from constraints placed on net assets by
creditors, grantors, contributors, and other external parties, including those constraints imposed by law
through constitutional provisions or enabling legislation; and 3) unrestricted net assets - those assets
that do not meet the definition of restricted net assets or invested in capital assets.

The statement of activities demonstrates the degree to which the direct expenses of a given function are
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function. Program revenues include: 1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function; 2) operating grants and
contributions; and 3) capital grants and contributions that are restricted to meeting the operational or
capital requirements of a particular function. Internally dedicated resources such as taxes and
unrestricted state funds are reported as general revenues.

Generally and except as otherwise provided by law, property taxes are assessed as of January 1, levied
(mailed) November 1, due at discount November 30, due at face value December 31, delinquent
January 1 following the assessment, and subject to lien and sale the 3" Saturday in April following the
delinquency date.
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(Continued)

Note 1.  Summary of Significant Accounting Policies (Continued)
D. Government-wide and Fund Financial Statements (Continued)

Funds are characterized as either major or non-major. Major funds are those whose assets, liabilities,
revenues, or expenditures/expenses are at least ten percent of the corresponding total (assets, liabilities,
etc.) for all funds or type (governmental or proprietary) and whose total assets, liabilities, revenues, or
expenditures/expenses are at least five percent of the corresponding total for all governmental and
enterprise funds combined. The fiscal court may also designate any fund as major.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds. Major individual governmental funds and major enterprise funds are reported as separate
columns in the financial statements.

Governmental Funds

The primary government reports the following major governmental funds:

General Fund - This is the primary operating fund of the Fiscal Court. It accounts for all financial
resources of the general government, except where the Department for Local Government requires a
separate fund or where management requires that a separate fund be used for some function.

Road Fund - This fund is for road and bridge construction and repair. The primary source of revenue
for this fund is state payments for truck licenses distribution, municipal road aid, and transportation
grants. The Department for Local Government requires the Fiscal Court to maintain these receipts and
expenditures separately from the General Fund.

Jail Fund - The primary purpose of this fund is to account for the jail expenses of the Fiscal Court. The
primary sources of revenue for this fund are reimbursements from the state government and transfers
from the General Fund. The Department for Local Government requires the Fiscal Court to maintain
these receipts and expenditures separately from the General Fund.

Federal and State Grants Fund - The primary purpose of this fund is to account for funds received from
grants. The primary sources of revenue for this fund are the grants received from the state and federal
governments.

Public Properties Corporation Fund — The primary purpose of this fund is to account for the funds of the
Hart County Public Properties Corporation, a blended component unit of the Fiscal Court. The primary
sources of revenue for this fund are the rental payments received from the Administrative Office of The
Courts, Commonwealth of Kentucky, which are sufficient to pay 100% of the debt service on the First
Mortgage Revenue Bonds, Series 2007. This fund is also used to account for the expenditure of the
bond proceeds from the First Mortgage Revenue Bonds, Series 2007. The bond proceeds are to be used
to construct the Hart County Judicial Center.

The primary government also has the following non-major funds: Local Government Economic
Assistance Fund, 911 Dispatch Fund, Sheriff Department Fund, Tourist Fund, and Debt Service Fund.

In the prior year, the Justice Center Project Fund was presented as a major fund and the Hart County
Public Properties Corporation Fund was presented as a non-major fund based on management’s
decision and GASB reporting requirements. In the current year, these funds have been combined into
the Public Properties Corporation Fund. This fund met the reporting requirements for major fund
designation and is included in the current year as a major fund.
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Note 1.  Summary of Significant Accounting Policies (Continued)
D. Government-wide and Fund Financial Statements (Continued)

Governmental Funds (Continued)

Special Revenue Funds:

The Road Fund, Jail Fund, Federal and State Grants Fund, Local Government Economic Assistance
Fund, 911 Dispatch Fund, Sheriff Department Fund, and Tourist Fund are presented as special revenue
funds. Special revenue funds are to account for the proceeds of specific revenue sources and
expenditures that are legally restricted for specific purposes.

Capital Projects Fund:

The Public Properties Corporation Fund is a capital projects fund. Capital projects funds are used to
account for the financial resources to be used for the acquisition or construction of major capital
facilities.

Debt Service Fund:

The Public Properties Corporation Fund and Debt Service Fund are presented as debt service funds.
Debt service funds are to account for the accumulation of resources for, and the payment of general
long-term debt principal and interest.

Proprietary Funds

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with proprietary funds’ principal ongoing operations. All revenues and expenses not
meeting this definition are reported as non-operating revenues and expenses.

Enterprise Fund

The principal operating revenues of the county’s enterprise fund are charges to customers for sales in
the Jail Canteen Fund. Operating expenses for the enterprise fund include the cost of sales and services,
administrative expenses, and depreciation on capital assets. The government has elected not to adopt
Financial Accounting Standards Board (FASB) Statements or Interpretations issued after November 30,
1989, unless the Governmental Accounting Standards Board (GASB) specifically adopts such FASB
Statements or Interpretations.

The primary government reports the following major proprietary fund:

Jail Canteen Fund - The canteen operations are authorized pursuant to KRS 441.135(1), which allows
the jailer to sell snacks, sodas, and other items to inmates. The profits generated from the sale of those
items are to be used for the benefit or recreation of the inmates. KRS 441.135(2) requires the jailer to
maintain accounting records and report annually to the county treasurer the receipts and disbursements
of the Jail Canteen Fund.
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Note 1.  Summary of Significant Accounting Policies (Continued)
D. Government-wide and Fund Financial Statements (Continued)

Fiduciary Fund

Fiduciary funds report only those resources held in a trust or agency capacity for individuals, private
organizations, or other governments. The county’s agency fund is used to account for monies held by
the county in the Inmate Account Fund for custodial purposes only. Unlike other funds, the agency
fund reports assets and liabilities only; therefore, it has no measurement focus.

The primary government reports the following fiduciary fund:

Inmate Account Fund - This fund accounts for funds received from jail inmates and remitted for jail
canteen expenses, booking fees, or returned to the jail inmate.

Presentation of Component Units

Detailed presentations of the financial statements for the discretely presented component units of the
Hart County Fiscal Court are available separately from the Hart County Industrial Authority, Inc., Hart
County Solid Waste Management District, and Hart County Tourist Commission.

E. Deposits and Investments

The government’s cash and cash equivalents are considered to be cash on hand, demand deposits,
certificates of deposit, and short-term investments with original maturities of three months or less from
the date of acquisition.

KRS 66.480 authorizes the county to invest in the following, including but not limited to, obligations of
the United States and of its agencies and instrumentalities, obligations and contracts for future delivery
or purchase of obligations backed by the full faith and credit of the United States, obligations of any
corporation of the United States government, bonds or certificates of indebtedness of this state, and
certificates of deposit issued by or other interest-bearing accounts of any bank or savings and loan
institution which are insured by the Federal Deposit Insurance Corporation (FDIC) or which are
collateralized, to the extent uninsured, by any obligation permitted by KRS 41.240(4).

F. Capital Assets

Capital assets, which include land, land improvements, buildings, building improvements, furniture and
office equipment, machinery, equipment, and infrastructure assets (roads and bridges) that have a useful
life of more than one reporting period based on the government’s capitalization policy, are reported in
the applicable governmental or business-type activities of the government-wide financial statements.
Such assets are recorded at historical cost or estimated historical cost when purchased or constructed.

Cost of normal maintenance and repairs that do not add to the value of the asset or materially extend the
asset’s life are not capitalized. Land and Construction In Progress are not depreciated. Interest incurred
during construction is not capitalized. Capital assets and